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1997 Asian financial crisis has convinced East Asian 
governments the urgency to develop well-functioning bond markets, 
both at the national and regional levels. Since then, the 
development of local bond markets has been the top priority in the 
regional financial reform. East Asia, defined here, includes nine 
economies in the region, namely China, Hong Kong, Indonesia, 
Japan, Korea, Malaysia, the Philippines, Singapore and Thailand. 
This study aims to enhance our understanding of local bond 
markets in East Asia and gives some policy implications based on 
the research on four main small topics: domestic bond market 
development, regional bond market integration, bond investment 
home bias in East Asia and foreign participation in the East Asian 
bond markets. Six chapters are contained in the dissertation. 
Chapter 1 outlines the background of this research. Chapter 2 and 
Chapter 3 research on the East Asian bond markets at the domestic 
and regional level respectively. Chapter 4 explores the bond 
investment from the East Asia economies. By contrast, chapter 5 
examines the foreign bond investment in the East Asian bond 
markets. 
Chapter 2 presents an overview on the regional efforts to 
develop East Asian bond markets and then looks into the current 
state of East Asian bond markets from four perspective: market size, 
access, efficiency and stability. Since 1997 Asian financial crisis, 
East Asian governments have put forward various initiatives and 
measures to build well-functioning bond markets, such as Asian 
Bond Market Initiative (ABMI), ASEAN+3 Bond Market Forum 
(ABMF) and Asian Bond Funds (ABFs) and so on. East Asian bond 
markets have made considerable progress in terms of absolute 
market size. In general, government bond markets are better 
developed than corporate bond markets. However, the liquidity is 
still relatively low in both the government and corporate bond 
markets. Bond market stability has been enhanced, evidenced by 
the diversified bond maturities and decreasing bond yield volatility.  
Chapter 3 studies the bond market integration in East Asia. 
With the concerted efforts of governments to develop regional bond 
markets, has the bond market integration taken place in East Asia 
since the 1997 Asian financial crisis? If yes, how’s the level and 
speed of the bond market integration? Quantity-based measures 
(intra-regional bond investment), priced-based measures (AAD 
indicator and beta-convergence) and econometric methodology 
(co-integration test and Granger causality test) are applied to 
answer these questions. The empirical results reveal that East 
Asian bond markets have become more integrated since 2001. The 
interdependency among the regional bond markets has enhanced 
throughout the sample periods. Several bond markets have 
established stable bilateral interactions, such as: Malaysia and 
Singapore, Malaysia and Thailand, Malaysia and Korea, Korea and 
Philippines, Indonesia and Philippines. However, the differentials 
among the markets are still significantly high. The bond market 
integration process seems slow. 
Chapter 4 looks into the bond home bias phenomenon in the 
region, based on International Capital Asset Pricing Model 
(I-CAPM). This research takes a regional perspective to investigate 
the East Asian investors’ preference on domestic bonds over the 
bonds in neighboring countries. As the regional bond markets get 
more integrated, whether have the regional investors become more 
desired to invest in regional bond markets? What are the 
determinants of bond home bias in East Asia? International Capital 
Asset Pricing Model (I-CAPM) and panel data estimation method 
are used in the chapter. East Asian economies exhibit extremely 
high bond home bias, except for Hong Kong and Singapore. 
Furthermore, this study does not detect a downward trend in the 
bond home bias during the past decade. With regard to the driving 
factors behind the bond investment home bias, regional bond 
market integration, better regulatory quality, higher bank financing 
ratio and larger financial openness significantly reduce bond 
investment home bias. On the contrary, larger bond market 
capitalization appears to increase bond home bias. 
Chapter 5 examines the determinants of foreign participation 
in East Asian bond markets from the perspective of bond markets 
development indicators (size, access, efficiency and stability). 
Majority of existing empirical analysis with respect to foreign 
participation in bond markets have focused on the effects of 
macroeconomic conditions and institutional quality factors. Panel 
data estimation method is used in this chapter. To perform a more 
detailed and comprehensive research, this analysis separates the 
total foreign bond holding into its long-term and short-term 
components. The results find compelling evidence that the bond 
market characteristics (bond market size, bond issuance volume and 
bond yield) have a significant impact on the foreign participation in 
regional bond markets. Bond market size and issuance volume have 
a robust positive relationship with foreign participation in the 
long-term bonds, while high bond yields attract more foreign 
investors to participate in the short-term bond markets. 
This paper ends up with conclusions and some policy implications 
in Chapter 6. Even though bond markets in East Asia have made 
pronounced progress in past years, there still remains a lot of work 
to do.  
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